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This corridor between Kapolei and the University of
Hawaii at Manoa is highly congested with more than 60
percent of Oahu’s population residing there. The City
and County of Honolulu General Plan (Honolulu General
Plan, DPP 1997a) directs future population growth to the
Ewa and Primary Urban Center Development Plan and
the Central O'ahu Sustainable Communities Plan area.
The largest increases in population and employment
growth are expected to occur in the ‘Ewa, Waipahu,
Downtown and Kaka‘'ako Districts, which are all located
in the corridor.

According to the 2000 census, Honolulu ranks as the
fifth densest city among U.S. cities with a population
greater than 500,000. Among those, Honolulu is the
only one without a fixed guideway transit system.

Increasing traffic congestion has impacted the
accessibility of the corridor, reduced mobility for people
and goods, degraded transit performance, and increased
cost. The longer travel times reduce the attractiveness
of new developments emerging in Ewa/Kapolei.
Average weekday peak-period speeds on Interstate
Route H-1 (H-1 Freeway), which runs through the
corridor with the H-2 and H-3 Freeways feeding into it,
are currently less than 20 miles per hour in many places
and will degrade further by 2030. Travelers on Oahu’s
roadways currently experience 51,000 vehicle hours of
delay, a measure of how much time is lost daily by
travelers in traffic, on a typical weekday. This is
expected to increase to 71,000 hours by 2030, assuming
all planned improvements in the Oahu Regional
Transportation Plan are implemented (excluding a fixed
guideway system). Without the improvements, the
vehicle hours of delay could reach as high as 326,000
vehicle hours.

ALTERNATIVES ANALYSIS AND PROJECT IDENTIFICATION
The Alternatives Analysis (AA) process for the HHCTCP
was initiated in August 2005 and the Honolulu High-
Capacity Transit Corridor Project (HHCTCP) Alternatives
Analysis Report was presented to the City Council in
October 2006. The purpose of the report was to provide
the City Council with the information necessary to select
a mode and general alignment for high-capacity transit
service on Oahu. On December 22, 2006, the City
Council enacted Ordinance No. 07-001 (see Appendix
B), which selected a fixed-guideway alternative from
Kapolei to the University of Hawaii at Manoa and
Waikiki.

The selection was made recognizing that revenues from
the GET surcharge and FTA New Starts funds would not
be sufficient to fund the capital cost of the full system.
The City Council selected as the “Project” the segment
between East Kapolei and Ala Moana Center.

In addition to a No Build Alternative, the Draft
Environmental Impact Statement (DEIS), released for
public comment between October 30, 2008 and
February 6, 2009, evaluated the two mid-corridor
alternatives resulting from the AA phase plus a third
which combined the two alignments known as the
Airport & Salt Lake Alternative. The DEIS assessed in
detail the effects of the alternatives on the environment,
land use, and economy of the corridor. As a result of
the DEIS analysis, comments from agencies and the
general public, and action by the City Council in
February 2009, the City selected the Airport alignment
as the preferred alternative to be covered in the Final
EIS (FEIS).

OBJIECTIVES OF THE PROJECT SPONSOR

The City’s goal for the Project is to provide high-
capacity, high-speed transit in the congested east-west
transportation corridor mentioned above, as specified in
the 2030 Oahu Regional Transportation Plan (ORTP).
The project is intended to provide faster, more reliable
transportation in the corridor and to provide basic
mobility in areas with diverse populations.

The following goals were used to select the Project:
1. Improve corridor mobility

2. Encourage patterns of smart growth and support
City land use policies for growth

Improve transit service reliability

4. Provide equitable transportation solutions for all
people in the corridor.

Implementation of the Project, in conjunction with other
improvements in the ORTP, would moderate the growth
of anticipated traffic congestion in the corridor, provide
an alternative to private automobile use, and improve
transit linkages within the corridor. The Project also
supports the goals of the Oahu’s General Plan and the
ORTP by serving areas designated for urban growth.

PRrROJECT DETAIL

The Project, on which this Financial Plan is based, is a
20.2-mile portion extending from East Kapolei in the
west to the Ala Moana Center in the east and is
represented by the blue line in Figure 1-2. The
alignment would include 21 stations and will be a dual
guideway with 19.5 miles elevated and 0.7 miles
constructed at-grade.

The Project is expected to be constructed in phases,
each with similar construction activities. Phase I will be
the portion between East Kapolei and Pearl Highlands,
and will also include construction of the vehicle
maintenance and storage facility. The remainder of the
Project (Phase II) would be built in three overlapping
sub-phases continuing Koko Head from Pearl Highlands
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first to Aloha Stadium, then to Middle Street, and finally
to Ala Moana Center. Conceptual design for the Project
continues and work on the first construction phase is
anticipated to begin in late calendar year 2009.
Construction of the rest of the Project would also be
completed in phases, with the entire Project operating in
FY2019. Individual construction phases would be
opened as they are completed.

Cost estimates for the Project presented in this Financial
Plan assume that the Project is a steel wheel on steel
rail technology operating on a combination of at-grade
and elevated portions of guideway using high floor
vehicles and a barrier-free fare collection system. All of
these assumptions could change as the project evolves;
however, the cost assumptions that follow are based on
these project characteristics.

INTEGRATION WITH THE EXISTING SYSTEM

The Project will be fully integrated with TheBus
operations, which will be reconfigured to add feeder bus
service to provide increased frequency and more
transfer opportunities between bus and rail.

The Financial Plan assumes fares will be the same for
TheBus and fixed guideway service, with free transfers
and passes allowed on both modes. Fare machines will
be available at all rail stations, and standard fareboxes
will continue to be used on all buses. More information
regarding the fare structure and fare revenues can be
found in Chapter 3.

ProJeEcT TIMING

The City initiated technical and engineering work in
support of the National Environmental Policy Act (NEPA)
in early FY2008 and anticipates FTA approval to proceed
into PE in mid Calendar Year (CY) 2009. FTA’s Record
of Decision is expected to be issued in the fall of
CY2009, after which the following are assumed to occur:

o Limited Notice to Proceed will be issued on a design-
build contract for Phase I construction

o FTA will approve Phase II entry into Final Design

This Financial Plan assumes that the City will sign a Full
Funding Grant Agreement (FFGA) with the FTA around
February 2011. Local funding is expected to fund all
aspects of the capital costs throughout the system and
is expected to be the sole source of funding for Phase I.
The project schedule identified above is subject to
change as procurement and phasing decisions are
finalized.

PROCUREMENT AND PROJECT DELIVERY

Alternative project delivery is a key component of the
Project’s implementation plan. Phase I is expected to be
constructed under multiple design-build agreements,
where contractors will share in the risks of the project,

resulting in expected cost savings to the City. The core
systems contract for both Phase I and Phase II is
expected to be procured under a design-build-operate-
maintain agreement, with the expectation that the
Operations and Maintenance component could be
extended five years beyond the completion of the
Project in FY2019. The existing cost estimates
presented in this report were developed assuming
design-build procurement, although once a contractor is
selected and they break ground on the project,
improvements to both cost and schedule are highly
likely.

ReG1oNAL EcoNoMIC CONDITIONS

Unlike a sales tax which is typically levied on retail
activities only, the 0.5 percent County surcharge of
Hawai’i's General Excise and Use Tax is levied on retail,
services, contracting, theater, amusement parks,
interest, commissions, hotels, all other rentals and
others. Honolulu’s local economic situation is therefore a
crucial factor in assessing the financial capacity of the
Project.

The local economy has generally followed the trends of
the nation as a whole in the recent months, a trend that
is also evident in Japan. Tourism plays an important
role in Hawaii's economy, and historical data show there
has been a strong correlation between retail sales and
the number of visitors. The State of Hawaii’s
Department of Business, Economic Development and
Tourism (DBEDT) estimates that visitors are responsible
directly or indirectly for about one quarter of all
economic activity in the State due to related retail,
services, hotel, and other spending. The decline in
tourism activity and spending due to the global
recession is expected to continue through FY2010 at
which point the local economy is expected to begin to
recover thus, increasing GET revenues.

The volatility of the tourism sector may possibly be
mitigated by the stability of military employment in
Honolulu. Even though it has declined by more than 20
percent in the last 10 to 15 years, military employment
has maintained a consistent presence with about 50,000
members of the armed forces each year. Federal
defense spending makes up approximately 23 percent of
the total O’ahu economy due to military and supporting
civilian employment.  While the military affiliated
employment is relatively stable as compared to that in
other sectors, it is not likely to offset the impact of the
near term decline in the tourism sector on GET
revenues.

It is also worth noting that a large contributor to
Honolulu’s economy is the construction and contracting
sector. With the recent downturn in the housing
market, residential and non-residential construction has
slowed, however, the private residential and non-
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crisis has severely impacted the municipal finance
markets most notably by greatly restricting the
availability of credit enhancements such as bond
insurance, and by pushing borrowing costs higher for
nearly all issuers of municipal debt. As a result of a new
era of financial and regulatory regimes in response to
the financial crisis and current economic conditions, tax-
exempt status and regulations, along with market
liquidity and access to credit enhancement mechanisms,
may be structurally different in the future

Credit Rating

This Financial Plan assumes that the credit quality of the
City and County of Honolulu will remain at its current
Standard & Poor's AA rating. Adverse economic
conditions or shifts in the City’s debt policies could
impact its credit rating and increase the cost of
borrowing accordingly. Most importantly, the credit
quality of the City is likely to be influenced by the size of
the City’s capital program and its ability to remain below
the current affordability guidelines set by the City
Council.

Market Uncertainty

Like interest rates, the assumed vyield curves on debt
assumed in this Financial Plan are subject to global
market conditions. The recent turmoil in the credit
markets is a case in point and has prompted the Federal
Reserve to react with a series of interest rate cuts that
influence the market in general and the finance cost for
the Project in particular. This uncertainty is further
enhanced by the fact that, given baseline assumptions,
the first debt issuance is not expected to occur before
about 2012. Because it is assumed that the City will
continue to be able to issue bonds in the tax-exempt
municipal marketplace, uncertainties about market
factors should not be overlooked.

Based on the assumptions and analysis presented in this
Financial Plan, a 1.0 percent increase in interest rates is
estimated to correspond to an increase in interest costs
of approximately $130 million over the forecast period.

CAPITAL REVENUES

GET — Scenario based on Council on Revenues
Growth Rates

In the short term, net GET revenues are subject to
uncertainties related to the magnitude and timing of the
economic recovery on Oahu. In the longer term, GET
tax revenues on O'ahu depend on a variety of
underlying economic factors outside of the City’s control,
that may result in a higher or lower projection than the
one used in this Financial Plan. For example, the March
2009 Council on Revenues projects that State GET
revenues will grow by 4% in nominal terms between
FY2014 and FY2015. Assuming a general inflation of
2.5% in FY2015, this would imply a real growth rate of
1.42%. If this growth rate was kept constant through

FY2023, the total GET revenues would be reduced by
$313 million corresponding to a gap of approximately
$300 million.

Nonetheless, several mitigating factors are important to
consider for the outlook in GET surcharge revenues:

o Inflation plays an important role in forecasting GET
revenues, as this source of funds is very much
dependent on local prices. Higher general inflation in
the post-construction years would increase GET
revenues without affecting project capital costs.

o Unlike most sales taxes, GET has the benefit of being
levied on a broad range of business activities including
both goods and services. This diversification is usually
seen positively by economists and the investment
community and is usually associated with greater
stability.

e As mentioned earlier, the Financial Plan does not
assume that the State would recover the uncollected
amounts from the first quarter of calendar year 2007.
The State indicated that about 15 percent of tax
returns received through March 2007 left blank the
section where taxpayers report their county
surcharge.

FTA funding: New Starts, 5307, 5309 FGM

The Project assumes Federal funding participation
through the Section 5307 urbanized area program,
Section 5309 New Starts, FGM, and bus discretionary
programs. Federal legislation that authorizes these
programs (SAFETEA-LU) is scheduled to expire at the
end of September 2009. While these programs have
been in place for many years, through several
authorization cycles, there is a possibility that Congress
will change direction in the next authorization cycle.
They could increase or decrease the amount of funds
available, impose new rules on project eligibility, or
revise the criteria that are used to evaluate potential
projects. The timing of new authorization legislation is
also uncertain, as it depends on congressional action
and FTA may not have available funding authority to
commit to a project in Honolulu.

New Starts funding is also subject to appropriation
uncertainties. The amount of the FTA contribution
would be spelled out in a Full Funding Grant Agreement
(FFGA) between FTA and the City. The FFGA will also
identify the amount to be made available each year,
subject to annual appropriations legislation. Although
history has shown that Congress ultimately honors and
appropriates the full amount spelled out in an FFGA.
Congress could delay funding for the Project by reducing
or stretching out the annual appropriations. Any delay
could necessitate additional borrowing or schedule
delays, potentially increasing the Project’s capital cost.
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OTHER OPPORTUNITIES FOR THE CAPITAL PLAN
While the Capital Plan is balanced based upon the
assumptions stated in Chapter 2, a variety of additional
sources could be tapped if necessary, should the actual
Project costs turn out to exceed current estimates, for
example a 10% increase in project costs will result in a
funding shortfall of approximately $630 million.
Alternatively, the current forecast of revenues may turn
out to be high, such as the lower GET scenario
described in the capital revenues section above. The
funding opportunities described below create robustness
to the Capital Plan in the sense that added financial
capacity can be brought to bear if necessary. This
section describes some of the potential opportunities.

Other federal funding opportunities

A number of proposals for increased funding for transit
are under consideration, either as part of the
reauthorization of SAFETEA-LU or other legislation. For
example:

e The National Surface Transportation Policy and
Revenue Study Commission recommended a
significant increase in funding and a restructuring of
the FTA and FHWA programs. Their recommendations
included creation of a new Metropolitan Mobility
Program, which would give increased emphasis on
public transportation.

e The ARRA of 2009 created new funding opportunities
for transit, including $100 million in funding for Transit
Investments for Greenhouse Gas and Energy
Reduction Grants, as well as a new $1.5 billion
multimodal discretionary program. These new
programs may be precursors to the next
reauthorization of the surface transportation
programs. Grants under the multimodal discretionary
program will go to projects with a significant impact
on the nation, a metropolitan area, or a region, and
may range up to $300 million. Priority will be given to
projects that can be completed within 3 years, and
funds must be obligated by September 30, 2011.

e Congress is considering comprehensive climate and
energy legislation that would fund the expansion of
environmentally friendly modes of transportation,
including transit. Funding could be provided through
new cap and trade legislation designed to reduce
greenhouse gas emissions.

o Beyond the FTA funding programs, other opportunities
for transit funding may come from reauthorization of
the Federal Aviation Administration’s funding
programs. Section 113 of the House bill proposes the
creation of an Intermodal Ground Access Pilot
Program to fund up to five projects funded with
Passenger Facility Charges (PFC). Were this bill to
become law, and if Honolulu is chosen as a pilot

project, the Project could potentially seek over $250
million in new funding.

Lower Amount of GET Surcharge Revenues
Retained by the State

As stated earlier in the Financial Plan, the enabling
legislation on GET specifies that 10 percent of GET
surcharge revenues be retained by the State for
administrative and collection purposes. A decrease of
this percentage from ten to five percent would result in
an increase in GET revenues of $183 million from
FY2009 to FY2023.

Airport (pay for the Airport station and Guideway
construction)

Even without new FAA authorizing legislation, several
sources of federal airport funding are potentially
available and have been used for transit projects serving
airports. These include Passenger Facility Charges
(PFCs), Airport Improvement Program (AIP) Funds, and
Other Airport Revenues. Examples of rail transit systems
supported by such funds include the Bay Area Rapid
Transit extension to San Francisco International Airport,
the Hiawatha light rail project in Minneapolis, an
extension of Portland's MAX LRT to the Portland
International Airport, and the extension of WMATA's
Metrorail system to Dulles International Airport.

Private Participation

The rail project will improve access to and spur
development at many key areas within the City. The
development of these sites and nearby areas will be
significant, both in advance of the rail system opening
and after opening as well. There are many ways that
the City can benefit from this expected development,
including through the use of Benefit Assessment
Districts, Tax Incremental Financing, or Value Capture
mechanisms. These options would allow the City to levy
a surcharge on property within a defined district, usually
immediately surrounding a given transit station, which
could be used to offset any increase in capital costs or
decrease in available GET Revenues, or on the operating
budget to reduce the City’s contribution. Similarly, the
City could enter into an agreement directly with a
private developer where the private company would
compensate the City for transit development costs that
generate economic activity. For other similar rail transit
projects across the US, revenues associated with these
types of mechanisms have generated in on the order of
10 percent of total project costs.

Military

Given that Honolulu has such a strong and large military
presence, and considering that the rail project will
benefit many military users, consideration should be
given to seeking financial support for the project both in
the form of capital and operating assistance. Military
activities will always be a large component of Honolulu’s
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beyond the baseline growth rate assumed for the
general and highway fund revenues in this Financial
Plan. Both funds consist of a variety of tax revenues,
including property taxes but also City and County fuel
tax and County Motor vehicle Weight tax, which are the
two largest sources of revenues for the highway fund.

5307 becoming available following
reauthorization or being taken from capital if GET
revenues are higher than expected.

While 5307 funds are used for capital purposes in
priority, any remaining amount is diverted to operations
for preventive maintenance purposes. Uncertainties in
the Capital Plan discussed above could therefore also
impact the amount of Federal 5307 funds used for
preventive maintenance and alleviate pressures on the
local amount of operating subsidy required.
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Appendix A: Summary Cash Flows

Appendix A includes:
1) Summary Cash Flows for the Project
2) Summary Cash Flows for System-wide Ongoing Capital Costs

3) Summary Cash Flows for System-wide Operating Costs
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Table A-1, Cash Flows for The Project, FY2009 — 2030, YOE $millions

City Fiscal Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Total

CAPITAL PLAN
Project Funding Sources

Net GET Surcharge Revenues 3,316 152 154 164 175 191 202 212 222 233 246 260 274 289 304 238 - - - - - - -
FTA Sec. 5309 New Starts Revenues 1,550 - 35 80 200 250 250 200 200 200 135 - - - - - - - - - - - _
FTA Sec. 5307 Formula Funds Used for the Project 301 - 5 30 30 31 31 32 33 36 36 37 - - - - - - - - - - -
ARRA Funds Used for the Project 4 - 4 - - - - - - - - - - - - - - - - - - - -
Gross Proceeds from Long-term Debt 1,719 - - - - 125 495 324 68 655 10 42 - - - - - - - - - - -
Gross Proceeds from Short-term Construction Fnancing (rolled over) 3,236 - - - 236 750 750 750 750 - - - - - - - - - - - - - -
Interest Income on Cash Balance 9 2 2 3 1 - - - - - - - - 0 0 0 0 0 0 0 0 0 0
Total Project Sources of Funds 10,135 154 201 276 643 1,347 1,728 1,517 1,273 1,124 427 339 274 289 304 238 [1] [1] [1] [1] [1] [1] [1]

Project Capital Expenses
Total Project Capital Cost 5,005 63 178 474 713 1,105 948 674 385 221 168 77 - - - - - - - - - - -

Debt Service

Total Principal Payment on Long-term Debt 1,719 - - - - - 11 58 96 109 214 223 240 248 256 264 - - - - - - -
Total Interest Payment on Long-term Debt 254 - - - - - 5 22 31 30 45 39 32 25 17 8 - - - - - - -
Short-term Financing Due 3,236 - - - - 236 750 750 750 750 - - - - - - - - - - - R R
Finance Charges on Short-term Debt 41 - - - 1 4 10 10 10 8 - - - - - - - - - - - - -
Other Finance Charges 17 - - - - 1 5 3 1 7 0 0 - - - - - - - - - - -
Total Project Uses of Funds 10,273 63 178 474 713 1,347 1,728 1517 1,273 1,124 427 339 272 272 272 272 - - - - - - -
Project Cash Balance
Beginning Cah Balance 154 245 268 71 - - - - - - - - 1 17 49 15 15 16 16 16 16 16
Additions (deletions) to Cash 16 91 23 (197) (71) - - - - - - - 1 16 32 (€2 0 0 0 0 0 0 0
Ending Cash Balance 245 268 71 - - - - - - - - 1 17 49 15 15 16 16 16 16 16 16

Table A-2, Cash Flows for Ongoing System-wide Capital Costs, FY2009 — 2030, YOE $millions

City Fiscal Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Funding Sources for Ongoing System-wide Capital cost
Federal Assistance for Ongoing Capex

FTA 5309 FG Mod. Revenues 102 2 2 2 2 2 2 2 2 2 2 2 2 2 5 5 5 5 10 11 11 11 12
FTA Sec. 5309 Bus Discretionary 419 6 6 17 15 30 27 28 22 13 1 11 13 11 9 9 22 43 42 40 31 21 2
Total Sec. 5307 Used for Ongoing CapEx 291 8 3 - - - - - - - - - 14 11 7 7 24 48 49 50 38 30 1
ARRA Funds Used for Ongoing CapEx 20 - 20 - - - - - - - - - - - - - - - - - - - -
Transfers to the State's Vanpool program (35) (€3] (€3] (€3] (6))] (] (] (] (€3] (03] 2 (03] (03] (03] 2 2 2 2 2 (03] (03] 2) 2
Total Federal Assistance for Ongoing Capex 796 14 29 18 16 31 27 29 22 13 2 12 28 23 19 19 49 95 100 99 78 60 13
City GO Bond Proceeds 667 27 24 31 28 55 49 52 39 23 2 20 9 8 7 7 14 71 83 75 22 17 6
Total Funding Sources for Ongoing Capital Cost 1463 41 53 48 44 85 76 81 61 36 4 32 37 30 25 26 64 166 183 174 100 77 19
OnGoing Capital Expenditures
Additional Railcar Acquisition 157 - - - - - - - - - - - - - - - - 42 61 54 - - -
Rail Rehab, Replacement 48 - - - - - - - - - - - - - - - - - 1 5 11 18 13
Total Bus Acquisition Cost 1,044 15 13 13 38 82 73 77 56 33 - 17 33 24 21 22 59 119 105 110 83 53 -
Total Ongoing Bus CapEx 124 23 37 32 3 0 0 - 2 - - 11 - 3 - - - - 11 - - - -
Handi-Van Acquisitions 920 3 3 3 3 3 3 3 3 4 4 4 4 4 4 5 5 5 5 5 5 6 6
Total Ongoing Capex 1,463 41 53 48 4 85 76 81 61 36 4 32 37 30 25 26 64 166 183 174 100 77 19
Honolulu High-Capacity Transit Corridor Project 1 May 2009
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City and County of Honolulu, Hawai'i
Financial Plan for Entry into Preliminary Engineering

Table A-3, Cash Flows for System-wide Operating Costs, FY2009 — 2030, YOE $millions (except for Level of Service and Fares)

City Fiscal Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Unit Total
LEVEL OF SERVICE
Annual Linked Trip (Bus and Rail) trips - 54,360,811 55,284,290 56,207,769 57,131,248 58,054,727 58,978,205 65,318,268 66,241,747 67,165,226 68,088,705 83,527,192 84450671 85374,150 86,297,629 87,221,108 88,144,586 89,068,065 89,991,544 90,915,023 91,838,502 92,761,981  93,685459
TheBus
Total Revenue Vehicle Miles - TheBus miles - 19,463,875 19,609,789 19,755,702 19,901,616 20,047,529 20,193,443 20,339,356 20,485,270 20,631,183 20,777,097 20,923,010 20,980,141 21,037,272 21,094,402 21,151,533 21,208,664 21,265,795 21,322,926 21,380,057 21,437,187 21,494,318 21,551,449
Total Annual Bus Revenue Vehicle Hours hours - 1,307,190  1,335237 1,363,228 1,391,331 1419379 1,447,426 1475473 1,503,520 1,531,567 1,559,614 1,587,661 1,595,140 1,602,619 1,610,099 1,617,578 1,625,057 1,632,536 1,640,015 1,647,4% 1,654,974 1,662,453 1,669,932
Annual Bus Unlinked Passenger Trips trips - 76,548,309 78,947,775 81,347,242 83,746,708 86,146,175 885545641 90,945,107 93,344,574 95,744,040 98,143,507 100,542,973 101,637,740 102,732,507 103,827,274 104,922,041 106,016,808 107,111,576 108,206,343 109,301,110 110,395,877 111,490,644 112,585,411
Annual Handi-Van Revenue Vehicle Miles miles - 4461000 4508000 455000 4604000 4653000 4,702,000 4,752,000 4,802,000 4,853,000 4,904,000 4,956,000 5,009,000 5,062,000 5115000 5,169,000 5,224,000 5,279,000 5,335,000 5,392,000 5,449,000 5,506,000 5,565,000
Total Bus and Handi-Van Revenue Vehicle Miles miles 23924875 24,117,789 24,311,702 24505616 24700529 24895443 25091,356 25287270 25484,183 25681,097 25879010 25989141 26099272 26209402 26,320,533 26432664 26,544,795 26657926 26772057 26886,187 27000318 27116449

Fixed Guideway

Revenue Vehicle Miles miles - - - - 651,426 651,426 2279990 2,279,990 2,279,990 2,279,990 6,839,970 6,839,970 6,839,970 7434643 7434643 7434643 7,434,643 8029316 8029316 8029316 8029316 8,623,989
FARE LEVEL
Average Fare YOE $ - 0.80 0.95 0.95 0.95 0.95 0.95 1.28 1.28 1.28 1.28 1.28 1.28 1.28 1.28 1.61 1.61 1.61 1.61 1.61 1.61 1.61 1.61

OPERTING PLAN
Operating Revenues

Total Fare Revenues (Bus and Rail) YOE $M 2,257 43 53 53 >4 55 56 &4 85 86 87 107 108 110 111 140 142 143 145 146 148 149 151
Total Fare Revenues (Handi-Van) YOE $M 47 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 3 3 3 3
Total System Operating Revenue YOE $M 2,304 45 54 55 56 57 58 86 87 88 89 109 111 112 113 143 144 146 147 149 150 152 153
Federal Operating Assistance
FTA Sec. 5307 Formula Funds Used for Preventive Maintenance YOE $M 284 21 21 - - - - - - - - - 23 33 38 39 22 - - - 13 22 52
Total Revenues for Operations YOE $M 2,588 66 75 55 56 57 58 86 87 88 89 109 134 145 151 181 167 146 147 149 164 174 205
Local Operating Assistance
City's Operating Subsidy YOE $M 4,652 118 114 140 146 161 168 168 176 184 193 238 223 223 229 210 236 268 281 298 29% 299 284
Operations and Maintenance (O&M) Costs
Total O&M Costs - TheBus YOE $M 5,209 163 168 173 179 186 193 201 208 216 224 234 240 247 255 262 270 277 285 2% 302 311 320
Total O&M Costs - Fixed Guideway YOE $M 1,353 - - - - 8 8 27 28 29 30 84 86 88 93 95 97 100 105 114 117 120 126
Total O&M Costs - TheHandi-Van YOE $M 679 21 22 22 23 24 25 26 27 28 29 30 31 32 33 34 35 37 38 39 41 42 44
Total O&M Costs YOE $M 7,240 184 190 195 202 218 226 254 263 273 283 347 357 367 380 391 402 414 428 447 460 473 489
Honolulu High-Capacity Transit Corridor Project 1 May 2009
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Appendix B: Fixed Guideway Legislation

Appendix B includes:

1) Bill for an Ordinance for Honolulu’s Locally Preferred Alternative

Honolulu High-Capacity Transit Corridor Project 1 May 2009
Page B-1
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ORDINANCE _ 97 - 00 1

CITY COUNCIL

; D COUNTY OF HONOLULU
ey A?-EONOLULU, HAWAIN BILL 79 (2006), CD2, FD2
{(Final #2)

A BILL FOR AN ORDINANCE

RELATING TO TRANSIT.

BE iT ORDAINED by the People of the City and County of Honolulu:

SECTION 1. The purpose of this ordinance is to select the city’s locally preferred
alternative to comply with the process that will be followed in implementing Honolulu's
mass transit project. The council has received the Alternatives Analysis Report for the
Honolulu High-Capacity Transit Corridor Project (*AA"), dated November 1, 2006. The
council believes that, in its role as policymakers for the city, a fixed guideway system is
the best selection for the long-term needs and demands of our growing island
population. Therefore, the council approves a fixed guideway system as the locally
preferred alternative, which will allow the city administration to move forward on the
locally preferred alternative.

PART |. Selection of the Locally Preferred Alternative

SECTION 2. Selection of the locally preferred alternative.

The locally preferred alternative for the Honolulu High-Capacity Transit Corridor
Project shall be a fixed guideway system between Kapolei and the University of Hawaii
at Manoa, stariing at or near the intersection of Kapolei Parkway and Kalaeloa
Boulevard, with an alignment as follows:

(1)  Section | — Saratoga Avenue/North-South Road and Kamokila Boulevard,

as determined by the city administration before or during preliminary
engineering, to Farrington Highway;

(2)  Section Il = Farrington Highway/Kamehameha Highway;

(3)  Section Il — Salt Lake Boulevard and Aolele Street as determined by the
city administration before or during preliminary engineering;

(4)  Section IV — Dillingham Boulevard; and

(5)  Section V — Nimitz Highway/Halekauwila Street/Kapiolani Boulevard to the
University of Hawaii at Manoa, with the Waikiki branch.

The “sections” refer to the sections in figures 2-3 through 2-7 of the Alternatives
Analysis Report.

0CS/122206/04:10/HM
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ORDINANCE . 8
CITY COUNCIL
A NOLULU, rama BILL 79 (2006), CD2, FD2

A BILL FOR AN ORDINANCE

SECTION 3. The city administration is authorized to proceed with preparation of
an environmental impact statement for the locally preferred alternative (LPA), and with
planning and preliminary engineering for that portion of the LPA (including any portion of
any section of the LPA listed in section 2 above) that may be constructed within
financial constraints (capital cost and any interest to finance that capital cost shall be
paid entirely from general excise and use tax surcharge revenues, interest earned on
the revenues, and any federal, state, or private revenues); provided that this portion
shall constitute a minimum operable segment (MOS) for purposes of Federal New
Starts funding eligibility; and provided further that the proposed MOS shall be subject to
Council approval by resolution.

SECTION 4. Section 6-60.1, ROH, is amended to read as follows:
“Sec. 6-60.1 Establishment of surcharge—Conditions.

Pursuant to Section 2 of Act 247, Session Laws of Hawaii, Regular Session of
2005, codified as Section 46-16.8 of the Hawaii Revised Statutes, there is hereby
established a one-half percent general excise and use tax surcharge to be used for
purposes of funding the operating and capital costs of public transportation within the
City and County of Honolulu as specified herein. The excise and use tax surcharge
shall be levied beginning January 1, 2007. Prior to the tax surcharge monies being
expended as the local match for federal funds, the following shalil occur:

(1)  The council has approved by [resolution] ordinance a locally preferred
alternative following an Alternatives Analysis [and Draft EIS]; and

(2)  The council has received from the director of transportation services an
operational, financial, development and route plan for the locally preferred
alternative; and

(3)  There is a commitment of federal funds, whether for planning, land
acquisition or construction, to further the locally preferred alternative.”

PART Il. Alignment, Stations, and Base Yard
of the Locally Preferred Alternative

SECTION 5. Section 4-8.3, Revised Ordinances of Honolulu 1990, is amended
to read as follows:
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ORDINANCE

CITY COUNCIL

T A ONOLULU, FAwall BILL 79 (2006), CD2, FD2

A BILL FOR AN ORDINANCE

“Sec. 4-8.3 Types of public infrastructure to be shown on public infrastructure

(a)

map.
Symbols for the foliowing types of public improvement projects shall be shown on
the public infrastructure maps, provided they meet the applicability criteria
specified in Section 4-8 4.
(1)  Corporation yard;
(2) Desalination plant;
(3) Drainageway {(open channel);
(4) Energy generation facility;
(5)  Fire station;
(6) Government building;

(7)  Golf course (municipal);

(8) Electrical transmission line and substation (above 46kV but less than
138kV);

(9) Park;

(10) Police station;

(11) Parking facility;

(12) Water reservoir,

(13) Sewage treatment plant;
(14) Solid waste facility;

(15) [Transit corridor;] Fixed guideway system alignment. stations, and base
yard of the locally preferred alternative;

(16) Major collector or arterial roadway;
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ORDINANCE _ 17 = 00 °

$ CITY COUNCIL

: D COUNTY OF HONOLUL
oITY AN owgu'ﬁm. OF HONOLULY BILL 79 (2006), CD2, FD2 _

A BILL FOR AN ORDINANCE

(17) Sewage pump station; and
(18) Potable water well.

(b)  The alignment of linear facilities, and the location of project boundaries, shall be
considered approximate and conceptual.”

PART [Hl. Technology of the Locally Preferred Alternative
SECTION 6. Reservation of right to select technology.

The council reserves the right to select the technology of the fixed guideway
system for the locally preferred alternative. If the council exercises the right, the councit
shall select the technology through subsequent ordinance passed on third reading by
the council before the city administration issues a public notice soliciting proposals or
inviting bids for work that includes design of the system.

The city administration shall give the council at least 90 days’ notice before
issuing the first public notice soliciting proposals or inviting bids for work that includes
design of the fixed guideway system.

PART IV. Specifications of Request for Proposals
Or Invitation for Bids

SECTION 7. Approval of specifications of requests for proposals or
invitation for bids.

The city administration shall submit to the council the specifications in each
proposed request for proposals or invitation for bids for work that includes the planning,
design, or construction of any portion of the locally preferred alternative before issuing
the request or invitation. The city administration shall not issue the request for
proposals or invitation for bids until after the specifications are approved by the council.

PART V. General

SECTION 8. Ordinance material to be repealed is bracketed; new material is
underscored. When revising, compiling or printing this ordinance for inclusion in the
Revised Ordinances of Honoluly, the revisor of ordinances need not include the
brackets, bracketed material, or the underscoring.
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CITY COUNCIL ORDINANCE

Ty A L ULL, e =Y BILL 79 (2008), CD2. F

A BILL FOR AN ORDINANCE

D2

SECTION 9. This ordinance shall take effect upon its approval.

INTRODUCED BY:

Donovan Dela Cruz

Ann Kobavashi

Romy M. Cachola

Charles Dioy

Barbara Marshall

Todd Apo
DATE OF INTRODUCTION:
Qciober 19, 20086
Honolulu, Hawaii Councilmembers

APPROVED AS TO FORM AND LEGALITY:

Deputy Corporation Counsel

APPROVED this _6th day of __JANUARY , 2001

MHN%JE‘M&&N, Mayor

City and County of Honolulu
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ORDINANCE ',
10/19/06  By:

Introduced:

DONOVAN DELA CRUZ

CITY COUNCIL
CITY AND COUNTY OF HONCLULU
HONGLULL, HAWAL
CERTIFICATE

BiLL 79 (2006)

TRANSPORTATION &
PLANNING

Committee:

Title: A BILL FOR AN ORDINANCE RELATING TO TRANSIT,

COUNCIL 10/25/06 BILL PASSED FIRST READING AND REFERRED TO COMMITTEE ON
TRANSPORTATION AND PLANNING,
APQ Y CACHOLA Y DELACRUZ Y cJou Y GARCIA Y
KOBAYASH! Y MARSHALL Y OKINO Y TAM Y
TRANSPORTATION  11/02/06 CR-469 - BILL REPORTED OUT OF COMMITTEE FOR PASSAGE ON SECOND
AND PLANNING READING AND SCHEDULING OF A PUBLIC HEARING AS AMENDED IN CD1 FORM,
COMMUNITY OUTREACH MEETINGS TO REVIEW THE ALTERNATIVE ANALYSIS
(AA) REPORT ON THE HONOLULU HIGH CAPACITY TRANSIT PROJECT (VARIOUS
LOCATIONS): 11/13/06; 11/16/06; 11/17/06; 11/20/06; 11/21/06; 11/22/06; 11/27/08.
PUBLISH 11/27/06 PUBLIC HEARING NQOTICE PUBLISHED IN THE HONOLULU STAR-BULLETIN.
COUNCIL/PUBLIC 12/7/06 BILL PASSED SECOND READING, AS AMENDED {CD1), CR-469 ADOPTED, PUBLIC
HEARING HEARING CLOSED AND REFERRED TO TRANSPORTATION AND PLANNING
COMMITTEE. (BILL 79, CDH1)
(NOTE: MOTION TO AMEND FOLLOWING BILLS FAILED: (1) BILL 79, PROPOSED
CD1, FD1 (VERSION A); AND (2) BILL 78, PROPOSED CD1, FO1 (VERSION B).
APC Y CACHOLA Y DELACRUZ Y CJOU N GARCIA Y
KOBAYASHI Y MARSHALL N OKINO Y TAM Y
TASK FORCE 12/8/06 BRIEFING BY THE TRANSIT ADVISORY TASK FORCE ON THE COUNCIL'S 12/7/06
PUBLIC HEARING RE BILL 79, CD1.
PUBLISH 12/13/06 SECOND READING NOTICE PUBLISHED IN THE HONOLULU STAR-BULLETIN.
TRANSPORTATION  12/14/06 CR-508 - BILL. REPORTED OUT OF COMMITTEE FOR PASSAGE ON THIRD READING_
AND PLANNING AS AMENDED IN CD2 FORM.
COUNCIL 12/22/06 CR-508 ADOPTED. BILL 78, CD2, FURTHER AMENDED ON THE COUNCIL FLOCR
TO CD2, FD1, HOWEVER, BILL 79, CD2, FO1, FURTHER AMENDED TO BILL 78, CD2,
FD2 (FINAL #2), AND SUBSEQUENTLY PASSED THIRD READING, AS AMENDED
(BILL 79, CD2, FD2 (FINAL #2)
(NOTE: BILL 79 (2006), PROPOSED CD2, FD1 (NORTH-SOUTH BRANCH, NON-LPA
COMMITMENT) WAS ALSO CONSIDERED AND SUBSEQUENTLY WITHDRAWN)
APO Y CACHOLA Y DELACRUZ Y DJOU N GARCIA Y
KOBAYASHI Y MARSHALL N OKINO Y

| hereby cerlify that the above is a true record of action by the Council of tHey

A C ﬂ@,%,

DENISE C. DE COSTA, CITY CLERK

DONOVAN M. DELA CRUZ, CHAIR AND PRESI

A
=
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City and County of Honolulu, Hawai’i  Financial Plan for Entry into Preliminary Engineering

Appendix C: GET Legislation

Appendix C includes:
1) State of Hawai'i Bill Authorizing Counties to Establish Surcharge
2) Bill for an Ordinance by the City of Honolulu to establish the GET Surcharge

3) Bill for an Ordinance by the City and County of Honolulu to Create a Transit Fund

Honolulu High-Capacity Transit Corridor Project 1 May 2009
Page C-1
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within ten days after the county has adopted a surcharge on

state tax ordinance, and the director of taxation shall
levy, assess, collect, and otherwise administer the county
surcharge on state tax for the taxable year beginning after

the adoption of the ordinance.

(c) Each county with a population greater than five hundred
thousand that adopts a county surcharge on state tax
ordinance pursuant to subsection (a) shall use the
surcharges received from the State for:

(1) Operating or capital costs of
public transportation within each
county for public transportation
systems, including public buses,
trains, ferries, pedestrian paths or
sidewalks, or bicycle paths; and

(2) Expenses in complying with the
Americans with Disabilities Act of 1990
with respect to the foregoing.

The county surcharge on state tax shall not be used to
build or repair public roads or highways.

(d) Each county with a population equal to or less than
five hundred thousand that adopts a county surcharge on
state tax ordinance pursuant to subsection (a) shall use
the surcharges received from the State for:

(1) Operating or capital costs of
public transportation within each
county for public transportation
systems, including public roadways or
highways, public buses, trains,
ferries, pedestrian paths or sidewalks,
or bicycle paths; and

(2) Expenses in complying with the
Americans with Disabilities Act of 1990
with respect to the foregoing.

(e) As used in this section, "capital costs" means
nonrecurring costs required to construct a transit facility
or system, including debt service, costs of land
acquisition and development, acquiring of rights-of-way,
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planning, design, and construction, including equipping and

furnishing the facility or system."

SECTION 2. Chapter 237, Hawail Revised Statutes, 1s amended
by adding a new section to be appropriately designated and
to read as follows:

"§237- County surcharge on state tax; administration.
(a) The county surcharge on state tax, upon the adoption of
county ordinances under section 46- , shall be levied,

assessed, and collected as provided in this section on all
gross proceeds and gross income taxable under this chapter.

No county shall set the surcharge on state tax at a rate
greater than one per cent of all gross proceeds and gross
income taxable under this chapter. All provisions of this
chapter shall apply to the county surcharge on state tax;
and with respect to the surcharge, the director shall have
all the rights and powers provided under this chapter. In
addition, the director of taxation shall have the exclusive

rights and power to determine the county or counties in
which a person is engaged in business and, in the case of a

person engaged in business in more than one county, the
director shall determine through apportionment or other
means, that portion of the surcharge attributable to
business conducted in each county.

(b) EFach county surcharge on state tax that may be adopted
pursuant to section 46- (a) shall be levied beginning in
the taxable year after the adoption of the relevant county
ordinance.

(c) The county surcharge on state tax, if adopted, shall be
imposed on the gross proceeds or gross income of all
written contracts that require the passing on of the taxes
imposed under this chapter; provided that if the gross
proceeds or gross income are received as payments beginning
in the taxable year in which the taxes become effective, on
contracts entered into before June 30 of the year prior to
the taxable year in which the taxes become effective, and
the written contracts do not provide for the passing on of
increased rates of taxes, the county surcharge on state tax
shall not be imposed on the gross proceeds or gross income
covered under the written contracts. The county surcharge
on state tax shall be imposed on the gross proceeds or
gross income from all contracts entered into on or after
June 30 of the vyear prior to the taxable year in which the
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taxes become effective, regardless of whether the contract
allows for the passing on of any tax or any tax increases.

(d) No county surcharge on state tax shall be established
on any:

(1) Gross income or gross proceeds
taxable under this chapter at the one-
half per cent tax rate;

(2) Gross income or gross proceeds
taxable under this chapter at the 0.15
per cent tax rate; or

(3) Transactions, amounts, persons,
gross 1income, oOr Jross proceeds exempt
from tax under this chapter.

(e) The director of taxation shall revise the general
excise and use tax forms to provide for the clear and
separate designation of the imposition and payment of the
county surcharge on state tax.

(f) The taxpayer shall designate the taxation district to
which the county surcharge on state tax is assigned in
accordance with rules adopted by the director of taxation
under chapter 91. The taxpayer shall file a schedule with
the taxpayer's periodic and annual general excise and use
tax returns summarizing the amount of taxes assigned to
each taxation district.

(g) The penalties provided by section 231-39 for failure to
file a tax return shall be imposed on the amount of
surcharge due on the return being filed for the failure to
file the schedule required to accompany the return. In
addition, there shall be added to the tax an amount equal
to ten per cent of the amount of the surcharge and tax due
on the return being filed for the failure to file the
schedule or the failure to correctly report the assignment
of the general excise tax by taxation district on the
schedule required under this subsection.

(h) All taxpayers who file on a fiscal year basis whose
fiscal year ends after December 31 of the year prior to the
taxable year in which the taxes become effective, shall
file a short period annual return for the period preceding
January 1 of the taxable year in which the taxes become
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effective. Each fiscal year taxpayer shall also file a
short period annual return for the period starting on
January 1 of the taxable year in which the taxes become
effective, and ending before January 1 of the following
year."

SECTION 3. Chapter 238, Hawail Revised Statutes, 1s amended
by adding a new section to be appropriately designated and
to read as follows:

"§238- County surcharge on state tax; administration.
(a) The county surcharge on state tax, upon the adoption of
a county ordinance under section 46- , shall be levied,

assessed, and collected as provided in this section on the
value of property taxable under this chapter. No county
shall set the surcharge on state tax at a rate greater than

one per cent of all gross proceeds and gross income taxable

under this chapter. All provisions of this chapter shall
apply to the county surcharge on state tax. With respect to

the surcharge, the director shall have all the rights and
powers provided under this chapter. In addition, the
director of taxation shall have the exclusive rights and
power to determine the county or counties in which a person

imports or purchases tangible personal property and, in the

case of a person importing or purchasing tangible property
in more than one county, the director shall determine,
through apportionment or other means, that portion of the
surcharge on state tax attributable to the importation or
purchase in each county.

(b) Each county surcharge on state tax that may be adopted
shall be levied beginning in the taxable year after the
adoption of the relevant county ordinance.

(c) No county surcharge on state tax shall be established
upon any use taxable under this chapter at the one-half per

cent tax rate or upon any use that is not subject to
taxation or that is exempt from taxation under this
chapter.

(d) The director of taxation shall revise the general
excise and use tax forms to provide for the clear and
separate designation of the imposition and payment of the
county surcharge on state tax.

(e) The taxpayer shall designate the taxation district to
which the county surcharge on state tax is assigned in
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accordance with rules adopted by the director of taxation
under chapter 91. The taxpayer shall file a schedule with
the taxpayer's periodic and annual general excise and use
tax returns summarizing the amount of taxes assigned to
each taxation district.

(f) The penalties provided by section 231-39 for failure to
file a tax return shall be imposed on the amount of
surcharge due on the return being filed for the failure to
file the schedule required to accompany the return. In
addition, there shall be added to the tax an amount equal
to ten per cent of the amount of the surcharge and tax due
on the return being filed for the failure to file the
schedule or the failure to correctly report the assignment
of the use tax by taxation district on the schedule
required under this subsection.

(g) All taxpayers who file on a fiscal year basis whose
fiscal year ends after December 31 of the year prior to the
taxable year in which the taxes become effective, shall
file a short period annual return for the period preceding
January 1 of the taxable year in which the taxes become
effective. Each fiscal year taxpayer shall also file a
short period annual return for the period starting on
January 1 of the taxable year in which the taxes become
effective, and ending before January 1 of the following
year."

SECTION 4. Chapter 248, Hawail Revised Statutes, 1is amended
by adding a new section to be appropriately designated and
to read as follows:

"§248- County surcharge on state tax; disposition of
proceeds. (a) If adopted by county ordinance, all county
surcharges on state tax collected by the director of
taxation shall be paid into the state treasury each month,
within ten working days after collection, and shall be kept

by the director of finance in special accounts. Out of the
county surcharges on state tax paid into the state treasury

special accounts, the director of finance shall retain,
from time to time, sufficient amounts to reimburse the
State for the costs of assessment, collection, and
disposition of the county surcharge on state tax incurred
by the State. Amounts retained shall be general fund
realizations of the State.
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(b) The costs of assessment, collection, and disposition of
county surcharges on state tax shall be withheld from
payment to the several counties by the State out of the
county surcharges on state tax collected for the current
calendar year.

(c) The costs of assessment, collection, and disposition of
the county surcharges on state tax shall be borne by each
of the several counties in an amount proportional to the
total amount of surcharges allocated to that county divided
by the total amount of surcharges collected for the entire
State for the preceding calendar year.

(d) For the purpose of this section, the costs of
assessment, collection, and disposition of the county
surcharges on state tax shall include any and all costs,
direct or indirect, that are deemed necessary and proper to
effectively administer this section and sections 237-

and 238- . Costs include refunds or reductions of income
taxes under section 235-110.7 attributable to the county
surcharge on state tax.

(e) After the deduction of the costs under subsection (b),
the director of finance shall pay the remaining balance on
a monthly or quarterly basis to the director of finance for
each county that has adopted a county surcharge on state
tax under section 46- . The payments shall be made as
soon as possible after the county surcharges on state tax
have been paid into the state treasury special accounts or
after the disposition of any tax appeal, as the case may
be. All county surcharges on state tax collected shall be
distributed by the director of finance to the county in
which the county surcharge on state tax is generated and
shall be a general fund realization of the county, to be
used for the purposes specified in section 46- by each
of the several counties.”

SECTION 5. Chapter 51D, Hawail Revised Statutes, 1is
repealed.

SECTION 6. New statutory material is underscored.

SECTION 7. This Act shall take effect on July 1, 2005.
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ORDINANCE

CITY COUNCIL

0
CITY AND COUNTY OF HONOLULU BILL _40 (2005), FD1, CD2

A BILL FOR AN ORDINANCE

ESTABLISHING A GENERAL EXCISE AND USE TAX SURCHARGE FOR THE CITY
AND COUNTY OF HONOLULU.

BE IT ORDAINED by the People of the City and County of Honolulu:

SECTION 1. Purpose and Findings. Currently, traffic congestion on Oahu is a
major drain on the quality of life for all island residents. Past efforts to implement more
comprehensive mass transit solutions have not come to fruition. Future plans to
implement transit solutions that might mitigate congestion are tentative at best. There is
not yet a consensus on what transportation and transportation system management
modes, methods, or combinations thereof, would best serve the island. However, one
thing is incontrovertible: any successful transportation solution or system of solutions to
Oahu's traffic problems will be expensive, and will require a reliable and significant
commitment of local resources to create.

The council finds that the most effective way to proceed to address Oahu's traffic
problems is to begin with a firm financial commitment. To this end, the Hawaii State
legislature has authorized the counties to enact a surcharge of up to one-half percent on
- the general excise taxes currently imposed by the state. The council finds that it is vital
to the future of Oahu's residents and visitors that it enact the authorized surcharge.
Therefore, the purpose of this ordinance is to establish a general excise and use tax
surcharge and provide for receipt and expenditure of these monies.

SECTION 2. Chapter 6, Revised Ordinances of Honolulu 1990, is amended by
adding a new article to be appropriately designated by the revisor of ordinances and to
read as follows:

"Article __. Transportation Surcharge—Use of Funds
Sec. 6-__.1 Establishment of surcharge—Conditions.

Pursuant to Section 2 of Act 247, Session Laws of Hawaii, Regular Session of
2005, codified as Section 46-__ of the Hawaii Revised Statutes, there is hereby
established a one-half percent general excise and use tax surcharge to be used for
purposes of funding the operating and capital costs of public transportation within the
City and County of Honolulu as specified herein. The excise and use tax surcharge
shall be levied beginning January 1, 2007. Prior to the tax surcharge monies being
expended as the local match for federal funds, the following shall occur:

(1)  The council has approved by resolution a locally preferred alternative
following an Alternatives Analysis and Draft EIS; and

0CS/080205/11:05/CT 1
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A BILL FOR AN ORDINANCE

(2)  The council has received from the director of transportation services an

operational, financial, development and route plan for the locally preferred
alternative; and

(3) There is a commitment of federal funds, whether for planning, land
acquisition or construction, to further the locally preferred alternative.

Sec. 6-__.2 Use of funds.

(8) All moneys received from the state derived from the imposition of the surcharge
established under this articie shall be deposited into the general fund and
expended for the following purposes authorized by state law:

(1)  Operating or capital costs of a locally preferred alternative for a mass
transit project; and

(2)  Expenses in complying with the Americans with Disabilities Act of 1990
with respect to paragraph (1).

{b) No moneys received from the surcharge shall be used to build or repair public
roads or highways or bicycle paths, or to support public transportation systems
already in existence prior to the effective date of Act 247, Session L.aws of
Hawaii, Regular Session of 2005.

Sec. 6-__.3 Repeal of surcharge.

Pursuant to Section 9 of Act 247, Session Laws of Hawaii, Regular Session of
2005, Section 6-__.1 shall be repealed on December 31, 2022."

AR00129314
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SECTION 3. This ordinance shall take effect upon its approval. The clerk shall ‘
transmit a copy of this ordinance to the state director of taxation within ten days of its
approval.

INTRODUCED BY:

Nestor Garcia

Romy M. Cachola

Ann Kobavyashi

Gary Ckino

Donovan Dela Cruz

Rod Tam
Todd Apo
DATE OF INTRODUCTION:
May 4, 2005
Honolulu, Hawaii Counciimembers

APPROVED AS TO FORM AND LEGALITY:

Uil IV Wt

Deputyfﬁorporation @oﬁnsel

A N
APPROVED this z’f “day of Lm%ﬁ , 2005.

MUFI HAI\YNEMANN Mayor
City and County of Honolulu

(0CS/080205/ct)
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CITY COUNCIL
CITY AND COUNTY OF HONOLULU
HONOLULU, HAWAII

CERTIFICATE
orDINANCE 05-027 BILL 40 (2005)

Introduced: 5/4/05 By: NESTOR GARCIA : Committee: BUDGET/TRANSP.
' {JOINT REFERRAL)

Title: A BILL FOR AN ORDINANCE ESTABLISHING A GENERAL EXCISE AND USE TAX SURCHARGE FOR THE CITY
AND COUNTY OF HONOLULU ' o

Links: Bill 40 (2005)
Bill 40 (2005), CD1

Bill 40 (2005), CD1, FD1
Bill 40 (2005), FD1, CD2

CR-236
Council 5/11/05 Bill passed first reading and referred to Committee on Budget.
Apo Y Cachola Y DelaCruz Y Djou N Garcia Y
Kobayashi Y Marshall N Okine Y Tam Y
Bill re-referred to Budget/Planning and Transportation Committee as a joint committee referral
(previously Budget Committee). (CC-81)
Joint 5/17/05 CR-236 - Bill reported out of committee for passage on second reading and scheduling of a
Budget/PT public' hearing as amended in CD1 form. '
Pubiish 5/27/05  Public hearing notices published in the Honolulu Star-Bulietin on 5/27/05 and 6/1/05.
and
6/1/05
Council/ 6/6/05 Public hearing closed. Action deferred until the July 8, 2005 Council meeting on Bill 40; Bill
Public Hearing 40, proposed CD1; Bill 40, proposed CD1, FD1; and CR-236.
Council 7/6/05 CR-236 adopted. Bill 40, CD1, further amended to CD1, FD1, and subsequently passed
second reading, as amended (Bill 40, CD1, FD1).
Apo Y Cachola Y DelaCruz Y Diou N Garcia Y
Kobayashi Y Marshall N  Okino Y Tam Y
Publish 7115/05. Second reading notice published in the Honolulu Star-Bulletin.
Re-referred to Budget/Transportation Committee as a joint referral pursuant to CC-123.
{Previously Budget/Planning and Transportation Committee).
Joint 8/2/05 CR-374 - Bill reported out of committee for passage on third reading, as amended in FD1,
Budget/Transp. CDz2 form. '
Council 8/10/05 Bill passed third reading, as amended (FD1, CD2), and CR-374 adopted. (Bill 40, FD1, CD2)
Apo Y Cachola Y DelaCuz Y Djou N Garcia Y
Kobayashi Y Marshall N Okino Y Tam Y

| hereby certify that the above is a true record of action by the Council of the CI

M pese O Welasi

DENISE C. DE COSTA, CITY CLERK DONOVAN M. DELA CRUZ, CHAIR AND PRESIDING Q
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CITY AND COUNTY OF HONOLULU BILL <33 (2006), CD1
HONOLULU, HAWALI

A BILL FOR AN ORDINANCE

TO AMEND CHAPTER 6, REVISED ORDINANCES OF HONOLULU 19890, AS
AMENDED, RELATING TO THE TRANSIT FUND.
BE IT ORDAINED by the People of the City and County of Honolulu:

SECTION 1. The purpose of this ordinance is to create a fund to receive and
expend monies for the operating or capital costs of a locally preferred alternative for a
mass transit project described by Chapter 6, Article 60, Revised Ordinances of
Honolulu, and any amendments thereto.

SECTION 2. Chapter 6, Revised Ordinances of Honolulu 1990, as amended, is
amended by adding a new article to be appropriately designated by the revisor of
ordinances and to read as follows:

“Article __. Transit Fund
Sec. 6-__.1 Establishment.

There is hereby created a special fund to be known as the “transit fund."
Sec. 6-__.2 Purpose.

The purpose of the transit fund is to receive transfers of all monies collected from
the county surcharge on state excise and use tax by the general fund and to provide
budgetary control and accountability of moneys collected pursuant to Sec. 6-60.1.
Sec. 6-__.3 Deposits.

There shall be deposited into the transit fund:

(1) All county surcharge on state general excise and use tax moneys
collected pursuant to Sec. 6-60.1 and deposited into the general fund; and

(2) Al revenues generated by the locally preferred alternative, including any

interest earned on the deposits of this fund and all other receipts
dedicated for the mass transit project.

0CS/040606/10:41/CT 1
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CITY AND COUNTY OF HONOLULU BiLL 33 (20086), CD1
HONOLULU, HAWAII

A BILL FOR AN ORDINANCE

Sec. 6-__.4 Expenditures.
All expenditures from this fund shall be used for:

(1)  Operating or capital costs of a locally preferred alternative for a mass
transit project; and

(2) Expenses in complying with the Americans with Disabilities Act of 1990
with respect to (1) above.

Sec. 6-__.5 Administration.

The director of budget and fiscal services shall administer the fund.”
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CITY COUNCIL

CITY AND COUNTY OF HONOLULU BiLL 33 (2006), CD1
HONOLULU, HAWAII

A BILL FOR AN ORDINANCE

SECTION 3. This ordinance shall take effect upon its approval.
INTRODUCED BY:

Donovan Dela Cruz (BR)

DATE OF INTRODUCTION:

March 2, 2006
Honolulu, Hawaii Counciimembers

APPROVED AS TO FORM AND LEGALITY:

Cliaer fo  [Errts

Deputy Corploration Counsel

APPROVED this (RQM, day of qu\.k/ . 20086.

MUFI HAN EM , Mayor
City and County of onolulu

{OCS/0405086/ct)
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CITY COUNCIL
CITY AND COUNTY OF HONOLULU
HONOLULU, HAWAI

% CERTIFICATE
ORDINANCE ~ 27 BILL 33 (2006)

introduced: 3/2/06 By. DONOVAN DELA CRUZ {BY REQUEST) Committee: BUDGET

Title: A BILL FOR AN ORDINANCE TO AMEND CHAPTER 6, REVISED ORDINANCES OF HONOLULU 1990, AS
AMENDED, RELATING TO THE TRANSIT FUND.

COUNCIL  3/15/06 BILL PASSED FIRST READING AND REFERRED TO COMMITTEE ON BUDGET.

APO Y CACHOLA Y DELACRUZ Y DJOU E GARCIA Y
KOBAYASHI Y MARSHALL Y OKINO Y TAM Y
PUBLISH 3/25/06 PUBLIC HEARING NOTICE PUBLISHED {N THE HONOLULU STAR-BULLETIN.
PUBLISH 4/8/06 PUBLIC HEARING NOTICE PUBLISHED IN THE HONOLULU STAR-BULLETIN.

BUDGET 4/10/06 BILL WAS ON THE AGENDA FOR DISCUSSION ONLY.

BUDGET 4/11/06 CR-211 - BILL REPORTED OUT OF COMMITTEE FOR PASSAGE ON SECOND READING AND
SCHEDULING OF A PUBLIC HEARING AS AMENDED IN CD1 FORM.

COUNCIL  4/20/06 BILL PASSED SECOND READING, AS AMENDED (CD1), CR-211 ADOPTED, PUBLIC HEARING
CLOSED AND REFERRED TO BUDGET COMMITTEE.

APO Y CACHOLA Y DELACRUZ Y DJOU Y GARCIA Y
KOBAYASHI Y MARSHALL N OKINO E TAM Y
PUBLISH 4/29/06 SECOND READING NOTICE PUBLISHED IN THE HONOLULU STAR-BULLETIN.
BUDGET 5/18/06 INFORMATIONAL MEETING ON THE ANNUAL BUDGET AT WINDWARD COMM. COLLEGE.
BUDGET 5/25/06 CR-314 ~ BILL 33, CD1, REPORTED OUT OF COMMITTEE FOR PASSAGE ON THIRD

READING.
COUNCIL  6/7/06 BILL 33, CD1, PASSED THIRD READING AND CR-314 ADOPTED. (BILL 33, CD1)
APO Y CACHOLA Y DELACRUZ Y DJOU Y GARCIA Y
KOBAYASHI Y MARSHALL Y OKINO Y TAM Y

i hereby certify that the above is a true record of action by the Council of the ™

NMeverse O Medat

BENISE C. DE COSTA, CITY CLERK ; SIS ICER
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Appendix D: Cost Escalation Study

Appendix D includes:

1) Cost Escalation Study and Results, PB

Honolulu High-Capacity Transit Corridor Project 1 May 2009
Page D-1
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City and County of Honolulu HHCTCP Cost Escalation Forecast

DISCLAIMER & LIMITATIONS

PB has conducted research and employed analytical methodologies it deems appropriate to develop
underlying assumptions and to prepare this report. This report contains certain forecasts concerning
anticipated future events and such projections reflect various assumptions which are based on the
best information available at the time of writing, but represent estimates of future conditions that are
subject to change as economic and world conditions change. Many of these issues are beyond our
ability to control or predict and the realization of any of them could have a material adverse effect on
outcomes; however, we believe forward-looking statements contained in this report are reasonable
given the information available. Note that, the majority of research and analysis was conducted in
November and December of 2008. Updates have been conducted throughout the spring of 2009, but
have in most cases focused on areas of significant change or volatility between November 2008 and
March 2009.

Page i

AR00129323










































City and County of Honolulu HHCTCP Cost Escalation Forecast

In developed nations such as the United States, Japan, and Western Europe, cement sales increases will
likely lag behind the global average, although improvement over the 2002-2007 period is expected. In
the US, for example, the market could benefit from a potential recovery in residential building activity, as
well as government spending on highway and road construction. In Western Europe, a rebound in
construction activity may benefit cement markets in countries such as Germany and Portugal. A pickup in
construction spending in Japan following an extended period of decline could help bolster overall cement
market growth.*

In 2007 China accounted for nearly half of global cement demand; however, India (currently the second
largest market for cement) is forecast to grow at 22 percent in 2009-2010 from 2007-2008. Smaller
markets such as Indonesia, Malaysia, Nigeria and Vietnam are also expected to record gains of 7 percent
per year or more.>*

On O‘ahu it is likely that concrete will be somewhat more constrained that other construction

components. The component commodities (cement, aggregate, and sand) which make up concrete have
experienced varying degrees of scarcity in Hawaii. Cement has not been particularly scarce in the recent
past, but is imported to the island by a sole importer (Hawaiian Cement). Given the efficiencies achieved by
a sole supplier, barriers of entry for a competing supplier would likely be high. Additionally, these
efficiencies would make it difficult for a contractor or concrete plant to vertically integrate to import their
own cement. The absence of any real competition for cement importation would increase the ability of
Hawaiian Cement to pass cost increases (including shipping costs) on to customers or exact higher profit
on materials.

Aggregate supplies on the island have proven sufficient in the past, but some concerns were raised by
members of the construction industry that supplies may be limited in the future. Looking forward some
quarries may be limited by permitting issues, but most industry members interviewed agreed that
aggregate will remain sufficient to meet the demands of the proposed transit project and other
construction activities on the island.

Industry members cited the supply of sand as an issue in recent years. Much of the sand used in
concrete production on O’ahu has been recently imported from Maui and British Columbia. Continued
requirements for importation and rising demand will likely lead to higher growth rates for the cost of
finished concrete.

It is not anticipated that concrete production will be an issue going forward as sufficient production
capacities are available from various batching plants on O’ahu. Ameron, a major concrete supplier, alone
has the capacity to produce approximately 400 cubic yards of concrete per hour at its on-island plants.
Similar capacity is available from Hawaiian Cement.> Short-term concrete forecasts are based on short-
term outlook information provided by a key local materials supplier. Supplier estimates approximate
concrete price escalation of 7 percent in 2008 and 3 percent in 2009.

Labor

The retirement of the baby boomer (born 1946-1961) generation from the workforce, and a lack of
Generation Ys (born 1976-1991) to replace them, has already resulted in the contraction of the labor
pool in the US.*® However, recent data showed that unemployment continues to fall, driven by continued
decreases in employment in the construction, manufacturing, and retail trade industries. A high
unemployment rate combined with the downward trend in the number of new jobs added could result in
an increase in labor supply in the near term, particularly in the construction industry.

» http://cementamericas.com/mag/global_cement_demand_0708/

# http://www.researchandmarkets.com/research/d76f02/indian%5fcement%5findu

= Industry interviews, 5-6 November 2008.

% http://fwww.kpmg.com/global/pressroom/pressreleases/pages/Labor-crunch-in-developed-world.aspx
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Exhibit 13: Single Family Home Price Growth Rates

12.7%
Central O'ahu 15.7%
‘Ewa 14.8%
Entire Island 12.3%
State of Hawai'i (Existing) 13.6%
National (Existing) 7.5%

Exhibit 14: Condominium Price Growth Rates

PUC 15.7%
Central O'ahu 19.3%
‘Ewa 20.4%
Entire Island 15.1%
National (Existing)* 4.5%

In the past several years, Hawaii has experienced high price growth in comparison to the US national
average; however, as a result of the burst of the housing bubble and general economic downturn,
median home prices have fallen in Honolulu since 2007 for new homes and 2008 for existing homes.
Based on forecasts which are publically-available from UHERO, median home and condominium prices are
expected to in CY 2009 through CY 2011.

Right of way prices and price escalation will be highly dependent on the area of construction and will vary
along the project alignment. This variability has not been factored into the escalation forecasts presented
here. These are based on overall property values on O'ahu using median home prices and median
condominium prices for Honolulu as the primary proxy for property values.

Contractor Availability

It is anticipated that contractor availability will increase in-line with economic downturns and slowed
construction activity. This trend will, however, be much more pronounced with local contractors than
large national or international firms who would most likely be a prime contractor on a project of this size.
Large construction firms will likely view a transit project in Honolulu as only one part of an international
strategy including the West Coast US, Guam, and possibly Asia. This reduces the chance that a contractor
would “buy” a bid with an inexpensive, but risky bid and therefore reduce the opportunities for the
project to receive the benefits from downturns in the local market. Conversely, smaller contractors and
suppliers may reduce the costs of downstream products or give prime contractors more favorable pricing
which could benefit the project as a whole.

Precast Concrete

Based on interviews with contractors, it appears likely that contractors will establish their own precasting
plant and bypass existing precast suppliers in order to control both quality and schedule of the product.

%0 Median national condo price CAGR based on best available data (2004-2007).
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Additionally, the current global economy is experiencing unprecedented shifts due to global economic
downturns and credit tightness. As a result of the points stated above, historical cost trends cannot be
assumed to provide a sound basis for forecasting future cost movements and relevant trends on the
mainland US may not be applicable to Hawaii. In essence, standard forecasting methodologies, which
rely largely on a statistical extrapolation of trends and causal relationships, cannot be uncritically
employed for today's Hawaii construction market.

As such, this report employs a forecasting methodology, which relies on its analysis of a number of third
party resources (both publically available and subscription services) to derive an overall view of the
construction economy. These sources contain both quantitative and qualitative analyses of the
construction and general economy. These sources include, but are not limited to:

= ENR’s 2009 Construction Outlook

= Moody’s Economy.com

= PB’s Economic Forecasting Review (EFR), Volume 2, Issue 2

= Commodity forecast data from Global Insight and Moody’s Economy.com
= Historical commodity and labor data From the Bureau of Labor Statistics
= Labor rates available from the State of Hawaii Department of Labor

= Energy forecast information from the Energy Information Administration

= Published construction economy analysis and information from the Associated General
Contractors

In addition, PB conducted a number of interviews with local industry members including labor union
representatives, materials suppliers, and contractors. A list of interviews and interview notes can be seen
in Appendix A. These interviews helped PB to understand the local construction market and to expand the
forecast beyond simply analyzing commodity pricing.

As forecast numbers are shown in fiscal years, there is some apparent distortion of the FY 2009 values,
particularly in the cost of steel. Values are based on year-over-year growth of annually averaged
quarterly indices. Thus FY 2009 forecasts combine already experienced changes from the third quarter of
CY 2008, as well as anticipated growth or declines in the fourth quarter CY 2008 and the first and second
quarters of CY 2009. In some cases this phenomenon masks falling prices in late CY 2008 and early CY
2009.

For steel in particular the high FY 2009 growth rate is driven by strong growth in the third quarter of CY
2008, as compared to price declines in the third and fourth quarter of CY 2007. This results in a large
year-over-year change (approximately 8%) when average index values for FY 2009 are compared to FY
2008.

Based on all the information gathered, PB created a set of individual component forecasts. PB worked
with the local project team to come up with a set of components which made up the preliminary
construction cost estimate.

= Labor — Labor rates will follow prevailing wage rates published by the State of Hawaii
Department of Labor in the early years, and then forecast based on information gathered in
industry interviews, contracts are anticipated to be somewhat front loaded when they are
renegotiated in FY 2013 and FY 2018. These escalation rates may be somewhat different if a
project labor agreement (PLA) is signed for the project.

= Steel — Steel prices are anticipated to continue to fall through the end of Q1 2009, and begin
to recover in the second quarter of CY 2009. This will result in negative growth from FY 2009
to FY 2010. Somewhat higher rates are anticipated in FY 2011 in response to some increased
demand from stimulus packages in the US and China. Major increases as a result of stimulus,
however, are not anticipated until FY 2012 and FY 2013.

Page 19
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Appendix A: Industry Interview Notes

Note that all notes are aggregated as interviewees were told that no statement would be
specifically attributed to them.

Page A-1

AR00129346















City and County of Honolulu, Hawai’i  Financial Plan for Entry into Preliminary Engineering

Appendix E: GET Tax Base Forecast

Appendix E includes:

1) GET Tax Base Forecast Report and Results, PB

Honolulu High-Capacity Transit Corridor Project 1 May 2009
Page E-1
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